Bonds are securities instruments quite attractive for investors. There are many factors that investors consider when going to invest in bonds market. A number of recent studies indicate that yield is one of the most commonly factors considered by investors. This study aims to identify the various factors that affect bond yields, as well as to explain the mechanisms by which each factors influence yields. The methodology of the research is to analyze secondary data available in Indonesian Bond Market Directory for the period of January 2015 -July 2016. Some statistic tools were used to analyze and interpret data, such as multiple linear regression analysis, coefficient of determination, and analysis of variance, and hypothesis testing using t-test. Based on data compiled from 67 companies and 138 bonds shows that bond maturity and coupon rate have a significant positive effect on bond yield. Instead, issuer's rating has a significant negative effect on bond yield. While on the other hand, liquidity does not give significant influence to bond yield.
Introduction
As an investment instrument that has fixed income, bonds are one of the most attractive financial securities in the Indonesia capital market investors. Bond investor is a creditor who provides a loan to the bond issuer over a period of time. From the perspective of investors, bonds are one of the financial securities that are relatively safe because it promises regular and fixed cash inflow. On the other hand, from the issuer's point of view, bonds are one of the long-term funding sources. Therefore, the issuer of a bond has an obligation to providing a fixed coupon rate and paid periodically to investor.
As an investment instrument, bonds are relatively new in the Indonesian capital market. Therefore, the data and information relating to the bonds is also relatively less compared with the data and information on stock market. Nevertheless, the bond market is a potential market and over the last few years has shown remarkable growth. Compared to stocks investment, investment on bonds has several advantages. One of the advantage is that the issuer, under any circumstances, must pay the coupon or the maturity value to the investor, at the time promised. Moreover, payments to bond investors must be carried out prior to the fulfillment of obligations to shareholders.
Based on these advantages, it seems reasonable if the growth of bond trading in Indonesia increased rapidly. During the period of 2011-2016, corporate bonds in Indonesia experienced an average growth of 17.51% per year. Even outstanding corporate bonds as of June 2016 also reached 108.08% compared to the outstanding during 2015. According to Asia Bond Monitor, in Q1-2013, Indonesia was one of the two countries with the highest growth of corporate bonds in Asia, approximately 26.9% year-on-year. Nevertheless, at the same time, Indonesia with a transaction volume of US $ 20 billion is considered the country with the lowest bond market in Asia. Indonesian total transaction volume is still very far below China that resides in the first rank, which recorded a transaction volume amounting to US $ 1.1 trillion. This condition would make bonds and bond markets in Indonesia still an interesting topic to be studied further, especially in relation to the contribution of academic thought.
Despite providing fixed income, as a securities instrument, bonds also carrying risks. Bond risk can be derived from the characteristics of bond itself. One of the risks faced by the bondholders is the risk of a default bond. Default risk has been recognized as one of the contribution of bond yield. Bond yields are the most important factor as investors consider buying bonds as their investment instruments and a direct impact of the interaction of various factors. Yield is the result obtained from investing some funds in a bond. In addition, a bond yield is a indicator of bond income that investors will receive (Tandelilin, 2010) .
Many factors are considered to affect bond yields. Based on traditional term structure models, the yields are determined by three factors, namely interest rate, default risk, and potential loss due to default (Liu, 2009 ). However, the traditional model of structure fails to explain the yield movement (Liu, 2009 ). Other research indicates that the yield of bonds is determined by factors such as issuer characteristics, issue characteristics, and macroeconomic conditions that contribute to the risk of industrial sector and country risk. The macroeconomic factor influenced was studied by Fitriana & Rohayati (2013) , Poghosyan (2014), and Hsing (2015) . The research that combines the influence of the macroeconomic and the characteristics of the issuer or the characteristics of bonds, among others, was conducted by Nurfauziah & Setyarini (2004) , Surya & Nasher (2011) . Indarsih (2013), Yuliani et al. (2016) , Purnamawati (2013) , Rahman & Sam'ani (2013) , Adam et al. (2015) , Muslim (2015) , Sari & Abundanti (2015) , Oktavian et al. (2015) , and Dhar (2016) . Meanwhile, study that examines specifically the characteristics of bonds as a determinant of bond yields was done by Yahya et al. (2016) .
Therefore, the identification of these factors is important considering the scope of the impact. In line with the acceleration of bond market growth in Indonesia, the discussion of various determinants of the bonds yield has also become an interesting topic to educate market participants in understanding one of the characteristics of bonds itself and bonds market. Based on previous background, this study is devoted to examine the effect of bond characteristics on Indonesian corporate bonds yield using four predictor variables, namely liquidity, maturity, coupon rate, and rating.
Literature review and hypotheses

Liquidity and bond yield
Liquidity is one of the important factors in the bond market. Bond liquidity also shows the efficiency of the market. In the context of capital market, liquidity can be interpreted as the ease of securities for sale or in this case also means the ease of bonds to be used as cash on secondary market. In simple terms, based on dimension of market depth, liquidity of the instrument then using transaction volume as an indicator of measurement. Favero et al. (2010) states that securities that are not illiquid will lead to higher trading costs and will also cause additional risks. These costs and risks are the basis for investors' arguments to require higher yields. Conversely, low-risk bonds will make the returns required by investors also low. The high liquidity of bonds shows the increasing demand and supply of these bonds. The high supply and demand for bonds indicates that investors have a perception that the bonds are securities that are relatively safe, or in other words, the risk of such bonds is lower. The same conclusion results were also found by Chen et al. (2007) which stated that the less illiquid of a bond will result in higher yield demand. However, Yahya et al. (2016) stated that the higher volume of transactions also indicates the higher the price volatility, and consequently investors are promised to yield higher as compensation. Based on the description, it can be proposed the following hypothesis:
Liquidity has a negative impact on bond yield
Maturity and yield
Maturity refers to the length of time a bond takes to maturity. This time period is associated with the potential cash flow that the investor will receive, either in the form of a coupon or in the form of bond value. The potential for large risks is more likely to occur in longer-term investments. This greater potential risk is driven by exposure to bonds from interest rate risk and risk of price changes (Yahya et al., 2016) . Bonds with a longer maturity will require guarantees that are usually marked with high yield-rate requirements as well. This opinion is supported by the research of Chen et al. (2007) which stated that the cost of liquidity will increase if the maturity period of bonds becomes longer. Higher liquidity costs will have an impact on higher yields.
Maturity has a positive effect on bond yields. The positive relationship between maturity and yield is due to longer maturity, and resulting bond with higher risk. This will have an impact on the higher yields required by investors. The underlying reason is that short-term securities are more liquid. In addition, short-term securities are also less sensitive to interest rates changes. According to Tandelilin (2010) , the decrease in interest rates will increase the price of bonds. However, larger price changes will occur in bonds that have longer maturities and/or lower coupon rates.
Normally, the shorter the bond maturity will be more interested for investors because it is considered have a lower risk. For long-term investments, in contrast, investors require more values. Thus, bonds that have longer maturity periods will lead to higher risk, and in turn, higher bond yield. This is in line with research conducted by Rahman & Sam'ani (2013) ; Purnamawati (2013); Indarsih (2013); Yuliani et al. (2016) ; Sari & Abundanti (2015) ; Yahya et al. (2016) . Based on the above description, the proposed hypothesis is as follows:
H2: Maturity has a positive impact on bond yield
Coupon rate and yield
The coupon rate is the interest rate paid by the issuer to the investor periodically until the bond matures. This is supported by Tandelilin (2010) stating that the bond coupon is a regular interest paid by the bond issuer to the investor. The bond coupon is expressed in terms of percentage. Generally, the type of bond coupon can be divided into fixed rate (fixed annually) or variable rate (interest paid will be adjusted periodically). The difference between these two types of coupons lies on the flexibility of interest rate changes. Bonds with variable rate coupons mean that the interest paid to investors can be adjusted periodically, referring to the prevailing market rate or market rate index.
In other words, coupon rate is a promise offered by bond issuers to investors as a reward for their debt. rate coupon is one of the factors that determine the bond yield. Yahya et al. (2016) found that there was a negative and significant relationship between coupon payments and bond yields. It should be noted, however, that coupon rate also reflects the amount of tax on which investors are charged considering that bonds with high coupon rates will be burdened with high taxes (Lu et al., 2010) and therefore bonds with low coupon rates will be more valuable. This is in line with the findings of Chen et al. (2007) Determinants of Indonesian corporate bond yield Chen et al. (2010) which stated that high coupon payments will have an impact on high bond yields as well. Based on the description above, then the hypothesis that arises is.
H3:
Coupon rate has a positive impact on bond yield
Rating and yield
Bond rating is one of the factors that determine the risk and return of a bond. Bond ratings have an important role in providing information about the quality of a bond and reflecting the yield of a bond. Bonds issued by issuers with low ratings indicate high risk of default and have negative correlation with its yield (Yahya et al., 2016) . On the other hand, a high rating indicates that the bond issuer is credible, reliable, and default risk becomes lower. For issuers, the rating is used as a verification of debt worthiness. Meanwhile, for investors, the rating is used as a potential risk measurement parameter. Bonds with a high rating are basically bonds that are relatively secure and will generally make bonds yields decreasing.
Some of previous research concluded that rating has a significant negative effect on yields was carried out by Surya & Nasher (2011); Purnamawati (2013) ; Octavian et al. (2015); Sari & Abundanti (2015) . On the other hand, Adam et al. (2015) and Yahya et al. (2016) found that the influence of rating on returns was positively significant, while Nurfauziah & Setyarini (2004) , Indarsih (2013) , and Muslim (2015) stated that there was no influence of bond rating against returns. Based on the description above, the hypothesis proposed is as follows:
Rating has a negative impact on bond yield
Method
This research adopted quantitative research design and data were analyzed using multiple linear regression technique. This research design was adopted based on the nature of the variables of the study. The variables on this study are characterized by observation of events or influences on a phenomenon that have already taken place. The object of research is Indonesian corporate bonds, with bond yield as dependent variable. Meanwhile, the predictor variables are liquidity, maturity, coupon rate, and bond rating. Hypothesis testing was done by using t-test. Furthermore the F-test was used for goodness of fit testing as a guide to determine the feasibility of the model. Measurement of the ability of independent variables in influencing the dependent variable or measuring the contribution of independent variables to the variation of dependent variable was done by using coefficient of determination, adjusted R Square.
The study used secondary data obtained from Indonesia Bond Market Directory ( (6) actively traded bonds or has transaction volume data. Based on these criteria, 138 bonds were issued as bonds issued by 67 companies.
The Table 1 shows the variables used in this study along with the operational definitions and measurement indicators.
Results and discussion
The table below is a descriptive statistic that describes the data of each variable studied. Based on the above table, it shows that the corporate bond yields in Indonesia is in the range of 8.6% -12.81%, with an average of 10.09%. The highest yield is offered by PT MNC Kapital Indonesia. The yield range remained above the BI-Rate (the policy rate reflecting the monetary policy stance adopted by Indonesian Central Bank and announced to the public) during the same period of 7.75% in early 2015 and declined to 6.50% in July 2016. This is also an indication that investors remain rational in making investments. Referring to this condition is very reasonable if corporate bonds are still attractive to investors, indicated through high transaction volumes.
Basically, the liquidity of corporate bonds in Indonesia during observation period showed fairly good data, which is characterized by relatively high trading volume. Table 2 shows that the trading volume of corporate bond transactions in Indonesia is in the range of Rp4 billion to Rp4.3 trillion, with an average is about Rp521 billion. The lowest transaction volume was recorded by BII Finance Center, PT Duta Anggada Realty, and PT Mitra Adiperkasa. Conversely, the highest transaction volume is issued by PT Surya Semesta Internusa. Based on data, the interesting fact is that the highest transaction volume is a bond that has a rating of 4 (idA), which is a bond with a position below the average rating.
Other facts also indicate that these bonds also have yields that are also below the average yield of 9.9%.
In accordance with sampling method, the object of research is a corporate bond that has an investment grade rating. Bonds that were the object of the study had a rating in the range of rank 1 (IdBBB) to rank 10 (IdAAA +), with an average of 6.11. Based on data, 42.75% or as many as 59 bonds have a rating above average and is a bond of 24 issuers. In the coupon data, the average coupon rate offered by Indonesian corporate bonds was 8.89%. The average coupon rate offered by Indonesian corporate bonds is 8.89%. the coupon rate is above the bank's benchmark interest rate over the same period. This fact once again shows that bonds remain an attractive investment instrument. When considered, the lowest coupon rate is 6.4% and the highest coupon rate is 12.55%. Bonds with the lowest coupon are bonds from Indonesian Import Financing Institution (government owned institution, Indonesia Exim Bank) issued in 2013. Meanwhile, bonds with the highest coupon rate are bonds issued by PT Verena Multi Finance in March 2014.
In general, the maturiy of corporate bonds in Indonesia is in the range of 1 month to 8.5 years, with an average age of 25.6 months. Bonds that will soon mature are PT Global Mediacom, PT Batavia Prosperindo Finance, PT Bumi Serpong, PT Bank Tabungan Pensiunan Nasional, PT Mandala Multifinance and PT Serasi Autoraya. Meanwhile, the longest bond maturity date is PT PLN bonds. A total of 58 bonds have maturity above average, while the remaining 50 bonds are less than 2.1 years. Table 3 shows that the selected independent variables have successfully explained the variation of the corporate bond yield. Furthermore, it can be seen that maturity and coupon variables have a positive influence on yield, in the sense that the increase of value of these two variables, individually or collectively, will also increase the yield value of corporate bonds in Indonesia. However, the influence on yields as a result of changes in the liquidity and rating variables gives different directions. The increase in the beta coefficients in these two variables, individually and collectively, has a decreasing influence on yield variables.
Referring to the same table, the Sig. value of variables maturity, coupon, and rating are 0.000 respectively, and are in less than α (0.05). This means that the influence of these three variables on the yield of corporate bonds is statistically significant. In contrast, the Sig. value of liquidity variable is 0.346 and greater than α (5%) and indicates that the influence of liquidity on yield is not statistically significant.
Goodness of fit testing by using F-test is a form of testing to determine whether the estimation model generated from statistical analysis in this study is feasible to be used to explain the influence of predictor variable to the dependent variable. In other words, the F-test is used to determine whether the estimation model obtained is feasible to be used as a prediction function. Table 5 shows that the value of Adjusted R square is 0.807. This means that the predictor variables used in this study, i.e. liquidity, maturity, coupon, and rating altogether contribute to the variation occurring in the bond yield is amounting to 80.7%, while the remaining 19.3% is influenced by other variables that not addressed in this study.
This study shows that the rating has a significant negative influence on the amount of corporate bond yield and this finding is in line with the research hypothesis. Rating is an indicator of the quality of bonds. The rating determination involves consideration of the potential future risk of a particular bond (Keown et al., 2014) . High-rated bonds mean that the bonds are relatively safe bonds and avoid default risk. The bond rating also reflects the yield of a bond.
High-rated bonds indicate that the bond issuer company has a good reputation and is considered capable of fulfilling its obligations, either paying the coupon or paying the principal. In addition, high-ranking bonds also indicate the credibility of the publishing company is quite good. Therefore, the yield given on these bonds also tends to be low. The existence of significant influence is also at the same time an indicator that the rating conducted by PT Pefindo is one of the factors that affect the bond yield and become one of the considerations that investors use to decide to transact on corporate bonds in Indonesia. This research is in line with the research conducted by Adam et al. (2015) . Di On the other hand, this study is not in line with the research conducted by Nurfauziah & Setyarini (2004) , Restuti (2007 ), Indarsih (2013 , Purnamawati (2013) , Muslim (2015) , Oktavian et al. (2015) , and Sari & Abundanti (2015) .
The study found that maturity has a significant positive effect on bond yields. Referring to the liquidity preference theory, investors generally prefer to buy short-term securities instruments. This condition is understandable because short-term instruments are generally more liquid and volatility which is relatively stable (Gitman & Zutter, 2015) . Koesrindartoto & Adventius (2011) argued that "bonds with different maturities give different levels of yield". This opinion is supported by a theory which states that "the © 2017 Prague Development Center longer life of the bond, the higher yield is given" (Yuliani et al., 2016) . This fact shows that the longer the maturity period, the higher the yield demanded by investors. Bonds with a longer maturity directly indicate that these bonds are exposed to risks, both risks associated with interest rates, risks associated with the dynamics of the economy and business, as well as the risks that come from the fundamentals of the issuing company. Bonds that have longer maturity periods will bear significant market risks because if interest rates increase, then the increase will not have a significant impact for investors. Even considering the bond coupon is fixed and constant, the attractiveness of the bonds will decrease and impact on the declining prices. With all these risks, longer maturity bonds will offer higher yields when compared to shorter maturity bonds. This rule is likely to be different in the event of a condition called "inverted yield curve", ie when the shortterm interest rate is higher than the long-term interest rate. This situation is very rare and although it does occur, the length of time will not be long.
Referring to normal conditions, the popular investment advice given to investors is to try to shorten the maturity of its bond portfolio. This effort is done in the framework of mitigation of potential losses that occur due to the length of maturity. Therefore, it is fair that investors tend to choose short-term bonds because although the yield received tends to be smaller, but the risk borne by the bond is lower. In other words, the shorter the bond period, then it will be the more interested to investors because it is considered a smaller risk. This research is supported by Indarsih (2013) , Purnamawati (2013) , Rahman & Sam'ani (2013) , and Sari & Abundanti (2015) .
Coupon is the interest rate paid by the issuer of a bond company periodically to the investor until the bond matures. Coupon rate serves to determine the level of bond attractiveness based on investor perspective. The higher the coupon rate will make the bond more attractive to investors. The fact that is often overlooked is the high coupon, in addition to indicating future earnings potential, but also shows relatively low quality bond tendencies, which must be compensated with high coupon rates. Therefore, bonds that promise a high coupon -regardless of the factors that make up the amount of the coupon -will be more attractive to investors when compared to low coupon bonds.
This study found that coupons have a significant positive effect on bond yields. These findings indicate bonds that promise higher coupons tend to encourage investors to require higher yields. Coupons are related to other characteristics of bonds. The longer the maturity that means also the higher the coupon will drive higher bond yields (Yuliani et al., 2016) . In contrast, the shorter its maturity, the higher is coupon and the higher its yield. In other words, a coupon is one factor that investors consider when choosing a bond as one of the instruments in their investment portfolio. This research is in line with Indarsih (2013), Purnamawati (2013) , Adam et al. (2015) , and Muslim (2015) studies. However, some other research results are not supported the findings of this study, namely Nurfauziah & Setyarini (2004) and Rahman & Sam'ani (2013) .
Trading volume is one of the indicators that can provide information about the performance of a bond, in this case is the liquidity of the bonds. The high volume of trading basically means a high liquidity position. High liquidity indicates the availability of buyers and sellers of the assets traded. This should reduce the price distortion, lower the liquidity risk, and will also impact on the yield reduction. A concept related to the price of a financial asset is a liquidity premium. Liquidity premium is a concept that states that the price of a financial asset will be higher than other assets because it has a higher liquidity. These assets can be traded at large volumes but at a low cost (Ejsing et al., 2012) .
This study shows that there is no significant influence of trading volume to bond yield. In other words, trading volume is not considered by investors to invest in certain bonds. This indication can be interpreted that investors do not view the volume of trading of corporate bonds in Indonesia as a indicator of strength or weakness of the market or even as indicator of bonds quality. In this context, the prevailing general formula is that the highest trading volume should be owned by high-rated bonds and / or bonds that promise above-average yields. The findings in this study indicate that the general formula does not apply to corporate bonds in Indonesia during the research period. The facts show that during the research period, bonds that posted the highest trade volume are bonds with idA rating. This rating is a bond that is below average rating. Other facts also indicate that these bonds also have yields that are also below the average yield of 9.9%.
Observing data published by the stock exchange authority, the volume of corporate bond transactions in Indonesia is much lower than the volume of government bond transactions. As of July 15th, 2016, the outstanding volume of corporate bond transactions amounting to Rp270 trillion, while government bonds (Government Securities) have outstanding amounting to Rp1.608 trillion. This condition was worsened again with stock market capitalization data on my date, which amounted to Rp5.489, 69 trillion. Thus it can be understood that the liquidity of the corporate bond market is still very low when compared with government bonds or stock market liquidity. This causes the available funds in the capital market to move more in the government bond market and the stock market than in the corporate bond market. In addition, high prices also indicate a high potential risk of bonds as well. This is likely to cause non-significant influence because investors tend to be reluctant to invest in bonds at high prices.
Conclusion
Based on the multiple linear regression model developed, the results of this study shows that the liquidity effect on the yield can not be confirmed. In contrast, the effects of both maturity and coupon rate variables on bond yields are confirmed in a positive direction. The effect of the remaining variable, the effect of the rating variable on the yield, is also confirmed. Therefore, these last three variables can be regarded as the main stimulator to develop Indonesia corporate bond market. Coupon rate is the variable that has the highest effect on bond yield, followed by bond rating, and then maturity variable.
For the future research, it is suggested to examine topics related to (1) the influence of factors on Indonesian bond yields and prices, without distinction between government bonds, sharia bonds, and corporate bonds; (2) comparison of determinant factors that influence the yields and prices of government bonds, sharia bonds, and corporate bonds; (3) comparison of determinant factors that influence the yields and prices of corporate bonds of private corporations and state-owned companies.
